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European Payments Union and European 
Monetary Agreement 


The Council of the Organization for European Eco- 
nomic Cooperation (OEEC) approved on July 29, 1955 
the prolongation for a year of the European Payments 
Union (EPU) 


Monetary Agreement, which is to come into force when 


and the establishment of a European 


a certain number of countries have made their currencies 
convertible and the EPU has in consequence been ter- 
minated. Under the termination clause—which is one of 
the three major points in the agreement for prolonging 
the EPU—the EPU will end after countries representing 
more than 50 per cent of the present EPU quotas have 
declared their intention of making their currencies con- 
vertible and their willingness to bring the European Mone- 
tary Agreement into operation. The second major point 


in the agreement is the hardening of the gold credit ratio 
for the settlement of surpluses and deficits incurred by 


member countries; this ratio has been changed from 50 
per cent credit and 50 per cent gold to 25 per cent credit 
and 75 per cent gold. The quotas have been doubled in 
order that this modification should leave unchanged the 
credit facilities and total credit obligations of each coun- 
try. The third major point is that a special credit of 
$50 million has been provided for Italy, which may be 
used to settle all or part of the EPU deficits that may be 
incurred after Italy’s quota and rallonge are exhausted. 
By granting this credit, the OEEC has recognized Italy’s 
sustained efforts for trade liberalization. Repayment by 
Italy will be made in gold not later than June 30, 1957. 
The European Monetary Agreement provides for the 
establishment of a European Fund and a Multilateral 
System for Settlements; the operations of both will be 
controlled by a Board of Management, under the authority 
of the OEEC Council. The European Fund will make 
short-term (at the most two-year) credit available to 
member countries on an ad hoc basis in order to help 
them to overcome temporary difficulties in their over-all 
balance of payments position, should these seem likely to 
jeopardize the maintenance of their level of trade liberali- 
zation in Europe. The European Fund will also facilitate 
the operation of the multilateral clearing system by pro- 
viding working capital, thus enabling the Agent (the Bank 
for International Settlements) to make the outpayments 
due on the same date it receives the inpayments. The 
capital of the European Fund is to be $600 million, of 
which $271 million will come from EPU assets (including 


the original U.S. contribution) and $329 million will be 
contributed by the OEEC member countries according 
to agreed scales based on their EPU quotas. Contribu- 
tions and credits are to be in gold. 

After the European Monetary Agreement has come 
into force, the participating countries will have the alter- 
native of settling their claims and debts outstanding either 
through market channels at any time or through the 
Multilateral System for Settlements at the end of each 
month. The Multilateral System for Settlements will pro- 
vide a framework within which very short-term credits 
(up to 30 days) will be granted and countries can settle 
their claims regularly on terms specified in advance. It 
is understood, however, that each member country ac- 
cepts three basic obligations vis-a-vis the other participat- 
ing countries: (1) to inform its partners of the exchange 
rate margins valid until further notice; (2) to provide 
interim finance by making its currency available within 
certain multilaterally agreed limits to any member which 
so requests; and (3) to settle in U.S. dollars, at monthly 
intervals, its net debt vis-a-vis all other member countries, 
and to accept U.S. dollars in settlement of its net claim. 


With regard to exchange rates, each member country 
will be free to determine the limit of fluctuation of its 
currency, taking into account its obligations under the 
IMF agreement. Each country shall notify the other 
parties and the OEEC of its buying and selling rates for 
gold, the U.S, dollar, or another currency. The Preamble 
to the European Monetary Agreement states that it is the 
intention of all contracting parties that the margins 
should be as moderate and stable as possible. 

With regard to interim finance (i.e., the amount of 
currency placed by a given participating country at the 
disposal of a partner country, on the latter’s request, 
during the period between two monthly settlements) , the 
Agreement sets three basic rules. (1) A participating 
country will not be required to grant—and will not be 
permitted to request—interim finance in excess of an 
amount indicated in the Agreement. This amount is 
equal to approximately 10 per cent of present credit 
facilities in EPU, but it is higher for some of the smaller 
countries; the limits are $64 million for the United King- 
dom, $32 million for France, $30 million for Germany, 
$22 million for the Netherlands, $20 million for Belgium. 
$16 million for Sweden, $15 million for Switzerland, 
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$13 million for Italy, $12 million each for Denmark and 
Norway, $7.5 million each for Greece and Turkey, $5 mil- 
lion for Austria, and $2 million for Iceland. (2) The 
amount of currencies thus placed at the disposal of other 
participating countries will bear a moderate uniform 
interest charge to be determined by the OEEC. (3) The 
rate at which outstanding interim finance advances will 
be included in the monthly settlement (see below) will 
be determined on the basis of the selling rate fixed by 
the lending country for its own currency, which will 
normally correspond to the buying rate for the U.S. dollar 
fixed by that country, This provision makes it likely that 
member countries will prefer to repay advances received 
under the interim finance arrangement before the end 
of the month, by purchasing the currencies they owe on 
the market, at rates which will normally be more favor- 
able for them than those used in the monthly settlements. 


At the end of each monthly accounting period, each 
country will notify the Agent of the European Fund of its 
bilateral debts or claims that are to be settled through the 
Multilateral System. All settlements are to be made in 
U.S. dollars, the conversion rates being as follows: (1) 
As stated above, any amounts of interim finance out- 
standing at the end of the month will be converted on 
the basis of the selling rate fixed by the lending country 
for its own currency; (2) any holdings in the currency 
of a participating country reported for the monthly set- 
tlement will be converted on the basis of the buying rate 
fixed by that country for its currency; (3) any balances 
outstanding under bilateral agreements (which may be 
maintained or instituted by participating countries “in 
exceptional cases” but must be reported to the OEEC) 
will be converted on the basis of the rate agreed between 
the two members concerned. 

Thus, for example, sterling balances held by Italy will 
be convertible into dollars at the Bank of England’s buy- 
ing rate for sterling (the lower rate), while advances 
granted to Italy in the month preceding settlement will 
be convertible into dollars at the Bank ‘of England’s 
selling rate. After calculation of the net positions in 
dollars of the participating countries, the net claim or 
debt of each of them with respect to all others will be 
settled by a payment in U.S. dollars made by, or to, the 
European Fund, which will guarantee payments to the net 
creditors up to $50 million, if there should be any delay 
in the settlement by a debtor. Any default over and above 


Europe 


U.K. and Sterling Area Trade 

U.K. imports rose by £44.8 million in July, to £338.8 
million c.i.f., and were 7 per cent above the monthly 
average for the first half of 1955. Although experts rose 
more sharply, by £66.1 million, to £223.1 million f.o.b., 
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this amount will be borne by the members having bilateral 
claims with regard to the defaulting country. 

If the EPU is still in existence on March 31, 1956, the 
OEEC will make a comprehensive review, to decide the 
conditions under which the EPU could remain in force 
after June 30, 1956 and whether the European Monetary 
Agreement should be modified. After the European 
Monetary Agreement comes into force, it may be termi- 
nated at any time by a decision of the OEEC; pending 
such decision, however, the European Fund will remain 
in force for a minimum period of three years, and the 
Multilateral System for Settlements for a minimum period 
of one year, from the date that the European Monetary 
Agreement comes into force. 

The OEEC Council, at its meeting of July 29, also 
created a Consultative Committee which will meet to 
study questions that will arise after convertibility has 
been established, in particular the effects on exchange 
rates of the policies of member countries, “especially if 
it appears that such policies may have unfavorable reper- 
cussions on the international trade of other member 
countries.” 

With regard to trade policy, the Council approved the 
amendments to the Code of Liberalization of Trade which 
will take effect when the EPU is terminated and the 
European Monetary Agreement comes into force. These 
amendments provide for the technical adaptation of the 
rules of trade policy instituted between member countries 
to the new situation arising in the financial sphere. They 
in no way change the substance of the obligations relating 
to trade liberalization assumed by OEEC member coun- 
tries or the rule of nondiscrimination in trade matters. 
The OEEC has, however, considered the problem that 
might arise for a member country, which is bound by 
other international agreements that cover a wider geo- 
graphical area than the OEEC, in extending intra- 
European liberalization measures to countries that are 
not members of the OEEC, when such an extension might 
involve it. in, payments. difficulties... The. Council, will 
endeavor to find measures of cooperation between member 
countries, in order to enable them, in such a situation, to 
maintain their trade liberalization in Europe, 

Sources: Organization for European Economic Coopera- 
tion, Press Releases, July 29, August 4, and 
August 5, 1955, and Le Monde, July 30, 1955, 
Paris, France; The Economist, London, Eng- 
land, August 6, 1955. 


they were still 4 per cent below the monthly average for 
the first half year—an average which was itself depressed 
by the low level of exports in June. Re-exports, at £7.9 
million, were practically the same as in June, and the 
trade deficit fell by £21.1 million, to £107.8 million; 
however, this deficit. was still £32.2 million sabove. the 
average for the first half of the year. 
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Exports and re-exports to North America are showing 
a more encouraging trend. Exports to the United States 
rose in July to £15.6 million, from £11.4 million in June 
and £13.3 million in May; and exports to Canada were 
£14.7 million, compared with £6 million in June and 
£15.2 million in May. Total exports to North America in 
July, therefore, were £30.3 million—the highest since 
June 1953—and compare with £17.4 million in June and 
a monthly average of £24 million for the first half of 
1955. 

U.K. trade figures for July were still distorted by the 
transport strikes, export figures being the more severely 
affected. This was due partly to statistical reasons, owing 
to the nature of the “trade month,” the fact that exporters 
have a shorter period than importers in which to notify 
Customs of the clearance of cargoes, and the fact that the 
flow of export documents did not return to normal until 
mid-July. But there were also physical reasons, including 
the need to unload ships before they can be loaded, the 
quicker handling of import cargoes owing to their bulk 
nature, and the fact that, in order to meet commitments 
in other ports, ships often sail before being fully loaded. 

The U.K. Board of Trade has recently released details 
of sterling area trade in the first quarter of 1955. The 
area’s deficit with non-sterling countries in that period 
increased to £241 million; in the previous quarter the 
deficit had been £201 million, and in the first quarter of 
1954 it had been only £69 million. While the non-sterling 
trade of the United Kingdom and of the rest of the sterling 
area is about equal in value, the United Kingdom was 
mainly responsible for the increase in the 1955 deficit. 
Compared with the first quarter of 1954, its imports rose 
much more sharply than the imports of the rest of the 
sterling area, while the increases in exports were roughly 
the same. The U.K. non-sterling trade deficit, at £171 mil- 
lion, was nearly three times the deficit in the first three 
months of last year; and the deficit of the rest of the 
sterling area rose from £10 million to £70 million in this 
period. In trade with the dollar area, the United Kingdom 
accounted for £114 million of a total deficit of £141 
million in the first quarter of 1955. When compared with 
the first quarter of last year, U.K. imports rose about 50 
per cent, while exports showed little change. The rise in 
the dollar imports of the rest of the sterling area was only 
slightly greater than the rise in exports, and therefore its 
dollar trade deficit rose only from £14 million to £27 mil- 
lion. A partial explanation of these movements lies in the 
stability of prices of U.K. manufactured goods, while 
prices of the primary products exported by the rest of 
the sterling area increased during the year. 


Sources: The Financial Times, August 12, 1955, and The 
Economist, August 13, 1955, London, England. 


Sterling Exchange Rates 


Sterling exchange rates weakened in the week ended 
August 16, in part because of seasonal pressures. In New 
York on August 16, spot sterling was quoted at $2.7854, 
compared with $2.7854 a week earlier; and transferable 
sterling dropped to $2.76, from $2.76%4. 

Source: The Journal of Commerce, New York, N.Y., 
August 17, 1955. 


French Budgetary Developments 


On July 27, the French National Assembly voted a 
revision of the budget for the calendar year 1955, and 
passed a law setting a ceiling on expenditure in the 1956 
budget. The budget proper for 1955 (i.e., excluding 
extrabudgetary expenditure, such as government advances 
to nationalized and private enterprises for investment and 
special accounts covering miscellaneous government ad- 
vances) now estimates expenditure at 3,550 billion francs, 
revenue at 2,990 billion francs, extraordinary receipts of 
U.S. aid at 90 billion francs, and the deficit (after U.S. 
aid) at 470 billion francs. The increase in the deficit since 
the preliminary estimate of 386 billion francs in Septem- 
ber 1954 is due to a sharp increase in current civilian 
expenditure. 

The Minister of Finance has stated that, despite the 
increased deficit, the Treasury position is not an immedi- 
ate cause for concern. The Treasury has been able to 
meet its requirements by borrowing from the savings 
banks and the public. Savings have continued to increase, 
and Treasury borrowing did not prevent a sharp revival 
of the capital market in the first half of 1955. However, 
the magnitude of the deficit and its tendency to rise create 
a situation which, to be corrected, will require “a courag- 
eous effort; if there is some threat of inflation in France, 
it is because the budget deficit has reached a point which 
it would be dangerous to exceed. It is not in the increase 
in money supply that the threat of inflation originates 
now in France. Money supply indeed has increased but, 
in appraising this development, one has to take account 
of the reconstitution of cash holdings and of economic 
expansion.” In commenting on credit policy, the Min- 
ister pointed out that bank loans remained stable in the 
first five months of the year. 

The ceiling on budgetary expenditure in the calendar 
year 1956 was voted in order to prevent the deficit from 
expanding beyond control. However, expenditure will 
not be held at the 1955 level of 3,550 billion francs, since 
laws have already been voted which will increase appro- 
priations for 1956; for instance, pay increases for civil 
servants will amount to 81 billion francs, and the cost 
of implementing various equipment and construction pro- 
grams will be 28 billion francs. Altogether, additional 
appropriations will amount to 170 billion francs (or 
5 per cent of the 1955 expenditure), and the ceiling on 
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budgetary expenditure has been set at 3,720 billion francs. 
Revenue is estimated at 3,030 billion francs (an increase 
of 40 billion francs over the 1955 estimate), and residual 
U.S. aid is estimated at 40 billion francs. The budgetary 
deficit proper is therefore estimated at 650 billion francs, 
180 billion francs more than the 1955 estimate. 

The Government has submitted a proposal for sub- 
stantial changes in the presentation of future budgets. 
These proposals, if adopted, will result in a reduction of 
the budgetary deficit. 


Source: Le Monde, Paris, France, July 29, 1955. 


Norway's Balance of Payments 


Preliminary figures on Norway's balance of payments 
for the first half of 1955 indicate a deficit of NKr 487 
million (US$68.2 million). The deficit on goods and 
services increased to NKr 524 million (US$73.4 million), 
from NKr 426 million ($59.6 million) in the same period 
last year. The trade deficit, excluding ships, was about 
NKr 200 million greater than a year earlier. Net freight 
earnings rose by NKr 208 million, to NKr 1,077 million. 

Figures for capital transactions are incomplete. In the 
first half of this year, Norway received NKr 390 million in 
foreign loans, of which NKr 240 million has been utilized. 
The debt to the EPU was increased by NKr 73 million, 
and net borrowing on ships amounted to NKr 210 mil- 
lion. On the other hand, Norway repaid NKr 49 million 
on foreign debts, and the Bank of Norway and the com- 
mercial banks increased their net holdings of foreign 
exchange by NKr 185 million. On the basis of these 
figures, net capital receipts from abroad were NKr 289 
million. 


Source: Statistisk Sentralbyré, Aktuell Statistikk, Oslo, 
Norway, August 2, 1955. 


Finnish Prices 


Both wholesale prices and the cost of living in Finland 
in the last 18 months have been below the average for 
1953, as a result of government measures introduced for 
the specific purpose of lowering those prices that affect the 
cost of living index. By means of increased subsidies, the 
cost of living index was lowered last November from 104 
(October 1951 = 100) to 98 (see this News Survey, 
Vol. VII, p. 197). From December 1954 to May 1955, 
wholesale prices rose by 2 per cent, in part because of 
the seasonal increase in the prices of some agricultural 
products, e.g., potatoes and meat. Prices of forest and 
home industry products also increased. The cost of living 
index, which had remained at 98 from November 1954 
until March 1955, was 99 in April and May. 

The f.o.b. prices of export goods, which in December 
1954 were 10 per cent above the 1953 average, rose 
by nearly 3 per cent between December and May as a 
result of increases in export prices of wood and paper 
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products. On the other hand, import prices c.i.f., which 
in December 1954 were 4.5 per cent below the 1953 level, 
decreased by a further | per cent. (The rise in the whole- 
sale prices of imported goods was due solely to increases 
in import duties and price equalization payments.) Thus, 
in May 1955 the terms of trade were 12 per cent higher 
than in May 7954. 

Building costs were stable during the winter and spring; 
in June, however, they rose by 2 per cent. On the stock 
market, the price index of industrial shares in May 1955 
was 35 per cent higher than in December 1954. 

The fact that prices on the whole remained stable 
despite the considerable increase in demand is explained 
largely by the expansion of domestic production and the 
increase of imports at lower prices. The volume of pro- 
duction in 1954 was 12 per cent higher than in 1953; 
and in the first four months of 1955, it was 9 per cent 
greater than in the same period last year. However, 
productive capacity is now being fully utilized in many 
fields, so that a further increase in production may, in 
some cases, tend to raise costs and prices. Other factors 
that may also tend to raise the price indices include in- 
creases in the salaries of some civil servants and private 
employees, a government decision on agricultural income, 
which may cause an increase in some agricultural prices, 
and the rents for houses built last year, which are higher 
than the rents for older houses. 


Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, July 1955. 


Changes in the Italian Exchange Market 


Under Decree Law 586, which became effective on 
July 29, 1955, residents of Italy are permitted to retain 
for 15 days, in accounts at the Bank of Italy or with 
“authorized” banks, earnings in foreign exchange that 
are specified by the Minister of Foreign Trade, in agree- 
ment with the Minister of the Treasury. During this 
period, such foreign exchange holdings can be used 
to make authorized payments abroad, transferred to other 
residents for a similar purpose, or sold to an authorized 
bank. Banks are permitted to buy and sell such foreign 
exchange for approved purposes, to deal among them- 
selves, and to carry out approved transactions with foreign 
banks. At the end of the 15 days, all outstanding foreign 
exchange balances are to be sold to an authorized bank 
at the lowest official rate quoted during the retention 
period. The official exchange rate between the lira and 
any currency that may be specified under the new reg- 
ulation will be determined daily on the basis of the 
average daily market closing rates at Milan and Rome, 
while the official rates for other currencies, which must 
be immediately surrendered, will be fixed by the Italian 
Exchange Office. 


Source: 24 Ore, Milan, Italy, June 30, 1955. 
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Settlement of Reich Debts with Nonresidents 


Settlement of prewar Reich debts between the Govern- 
ment of the Federal Republic of Germany and nonresident 
bondholders has reached a new impasse, according to re- 
ports from Frankfurt. The bondholders are unwilling to 
accept the conversion rate of RM 100 per DM 6.5 for 
Reich bonds, insisting that the basic conversion rate of 
10 to 1 for bonds, as fixed by the Allied Currency Reform 
Laws, be applied for Reich bonds. Since the financial 
burden of the Federal Government as successor to the 
much larger Reich is very heavy, the Bonn Parliament 
had decided upon a low conversion rate for Reich bonds. 
According to the Frankfurter Allgemeine Zeitung, it is 
assumed that nonresident bondholders will not receive 
any special treatment; however, measures have already 
been taken to prevent further acquisition of Reich bonds 
by nonresidents. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, July 26, 1955. 


Middle East 
Egypt's Foreign Trade 


Egypt had a trade deficit of LE 17.8 million during 
the first half of 1955, compared with a surplus of LE 9.2 
million in the first half of 1954. The deterioration was 
due almost equally to an increase in imports and a de- 
crease in exports. Imports increased from LE 71 million 
in the first half of 1954 to LE 85 million in the like period 
of 1955, while exports dropped from LE 80.2 million to 
LE 67.2 million. Cotton exports dropped from LE 69.5 
million to LE 52.3 million, while exports of other 
products increased from LE 10.7 million to LE 14.9 
million. 

Source: Al Ahram, Cairo, Egypt, August 5, 1955. 


Far East 
Indian Export Duties 


Effective June 30, 1955, the Government of India re- 
duced the export duty on all varieties of cotton from 
Rs 150 to Rs 125 per Indian bale of 392 pounds net. This 
is equivalent to a reduction of approximately US$5.20 
per bale, or 1.33 U.S. cents per pound—the former tax 
of 7.97 cents per pound being reduced to 6.64 cents. The 
Government also announced an additional export quota 
of 150,000 Indian bales (equal to 122,500 bales of 500 
pounds gross). This brought the total export allotment 
for the September 1954-August 1955 season to 450,000 
Indian bales (367,500 bales of 500 pounds gross). 

Recent estimates have indicated that the 1954-55 cotton 
crop may exceed 4,000,000 bales (500 pounds gross), a 
slight increase over earlier estimates, which had ranged 
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as high as 3,900,000, and about 7 per cent higher than 
the 1953-54 crop of 3,730,000 bales. There has been a 
tendency to increase production of longer staples and to 
decrease short staples (11/16 and below). Acreage for 
the 1954-55 crop was placed at 18,000,000 acres, com- 
pared with 17,027,000 for 1953-54. 

The Government announced on August 1 the immediate 
abolition of the export duty on jute goods. The duty, 
which was Rs 80 (US$16.80) per ton on sacking and 
Rs 120 ($25.20) per ton on hessian, has yielded Rs 50 
million ($10.5 million) annually to the Exchequer. 

Also effective August 1, the Indian Government raised 
the export duty on tea from 4 annas to 6 annas (8 U.S. 
cents) per pound (see this News Survey, Vol. VII, p. 385). 
Sources: The Financial Times, London, England, Au- 

gust 2, 1955; Embassy of India, /ndiagram, 
Washington, D. C., August 4, 1955; The Jour- 
nal of Commerce, New York, N. Y., August 4, 
1955. 


Private Investment in Burma 


Under the Burmese Government’s policy on private 
investment, announced recently, the only economic activi- 
ties closed to private investors are major public utilities 
and munitions manufacture. All enterprises for the ex- 
traction of natural resources may be conducted by private 
enterprise in partnership or contract with the Government. 
The announcement lists 49 industries in which private 
investment, both domestic and foreign, is especially de- 
sired; these include agricultural tools, asbestos and 
cement products, carbide, dairy products, fertilizer, gyp- 
sum products, glass, etc. Also, 20 mining industries to 
be developed by partnership or contract with the Gov- 
ernment are listed; such joint ventures include bauxite, 
coal, tungsten, and tin. 

To encourage suitable private investment, the Govern- 
ment is prepared to guarantee new enterprises against 
nationalization for an agreed period, which will normally 
be not less than 10 years, and to pay equitable compensa- 
tion in the event of nationalization after the agreed period 
of time. It agrees to make foreign exchange available 
for the import of necessary raw materials and other oper- 
ational requirements, as well as for interest on foreign 
loans. Also, it will protect new industries by tariffs or 
other means, permit the remittance of current earnings 
or dividends, and allow the repatriation of investment 
over a reasonable period of time. In addition, the Gov- 
ernment has under consideration special incentives for 
new investment, such as allowance of accelerated amortiza- 
tion of plant and equipment. 

In concluding arrangements for private investment, the 
Government will consider the following: Will the enter- 
prise assist in developing Burma’s economy on a sound 


and balanced economic basis? contribute toward in- 
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creasing the productivity of the Burmese economy and 
raising living standards? provide essential goods and 
services for public and private consumption? increase 
Burma’s export potential or reduce the need for imports 
which can be produced economically within the country? 
It is expected that maximum employment opportunities 
will be afforded to citizens of Burma and that programs 
will be instituted to train citizens of the Union for techni- 
cal supervisory and executive positions. 

Source: Director of Information, Burma Weekly Bulletin, 

Rangoon, Burma, June 23, 1955. 


Thai Compensation Payments to France 


Thailand has agreed to pay France £185,000 as com- 
pensation for damages in Indochina during the 1940-41 
border incidents. At the exchange rate of 60 baht per 
pound sterling, this amount is equivalent to 11.1 million 
baht. 

Source: The Bangkok Post, Bangkok, Thailand, May 19, 
1955. 


Taiwan's Foreign Trade 


The foreign exchange report of the Bank of Taiwan 
indicates that Taiwan had a trade surplus equivalent to 
US$19.6 million in the first half of 1955, which exceeds 
the surplus in the corresponding period of any of the 
last four years. Exports rose from $59.1 million in the 
first half of 1954 to $62.6 million this year, and imports 
fell from $55.1 million to $42.9 million. 


Source: Chinese News Service, Press Release, New York, 
N. Y., August 2, 1955. 


Taiwan Sugar Production 


The Taiwan Sugar Corporation reports that sugar 
production in the 1954-55 milling season totaled 733,160 
metric tons, or 25 per cent above the original goal. Out- 
put was about 5 per cent higher than in the previous 
season and 17 per cent less than in 1952:53,: the:record 
year. About half of the 1954-55 production was crude 
sugar, with “super white crystal” sugar reported at 
294,000 metric tons. 

Source: Chinese News Service, Press Release, New York, 
N. Y., July 19, 1955. 


Korean Exchange Rate 

The Government of the Republic of Korea announced 
on August 15 that an exchange rate of 500 hwan per U.S. 
dollar will apply to currency purchases by U.S. forces 
in Korea, and “with certain limited exceptions” in de- 
termining the value of U.S. aid goods in South Korea. 
The Government stated that this rate is to remain in force 
for one year. 
Source: The Journal of Commerce, New York, N. Y., 

August 16, 1955. 
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Japan's Accession to the GATT 


It was announced on August 11] that more than two 
thirds of the Governments that are CONTRACTING PARTIES 
to the General Agreement on Tariffs and Trade (GATT) 
had approved Japan’s accession (see this News Survey, 
Vol. VII, p. 401). Japan’s membership becomes effective 
September 10. 

Source: The Journal of Commerce, New York, N. Y.., 
August 12, 1955. 


Curtailment of Cotton Mill Activity in Japan 


The Japanese Ministry of International Trade and In- 
dustry has ordered cotton spinning operations to be de- 
creased by 16 per cent of the average monthly production 
during the period from April 1954 to March 1955. The 
12 per cent cutback in production which was put into 
practice on May | (see this News Survey, Vol. VII, p. 394) 
has not been sufficiently effective. Although the cotton 
yarn market has recently recovered somewhat, the im- 
provement is presumed to be seasonal, and further set- 
backs are expected in August. Also, prices of most cotton 
fabrics are still very low, which might compel some 
traders to undersell in overseas markets or cause the 
failure of small and medium-sized spinning mills. Fur- 
thermore, stocks of cotton yarn, which had been expected 
to decrease by some 30,000 bales during June, actually 
decreased by only 5,000 bales from the 500,000 bales as 
of May 31, 1955. If the 16 per cent curtailment is ac- 
tually practiced, cotton yarn production will fall from the 
present output of 171,000 bales per month to 163,800 
bales in August, and it is expected that stocks of cotton 
yarn and fabrics will decline. 

Source: The Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, July 30, 1955. 


Replacement of Philippine Foreign Exchange Tax 

The Philippine Congress, in its recently terminated 
special session, passed legislation for the elimination of 
the 17 per cent foreign exchange tax and its replacement 
by a special import levy. This action was taken to imple- 
ment one of the provisions embodied in the proposed 
revision of the 1946 Trade Agreement between the Philip- 
pines and the United States, which was approved by the 
respective Congresses of both countries at their last regu- 
lar sessions. (See also this News Survey, Vol. VII, p. 211, 
and Vol. VIII, p. 31.) 
Source: Philippine Association, Philippine Newsletter, 

New York, N. Y., August 11, 1955. 


United States and Canada 


U.S. Surplus Disposal Program 

President Eisenhower has signed a bill to expand the 
sale or barter abroad of surplus U.S. farm commodities. 
The new law amends the Agricultural Trade Development 
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and Assistance Act of 1954 by raising the cumulative 
ceiling on sales of government stocks for foreign cur- 
rencies or for barter from $700 million to $1.5 billion. 
Agreements for the sale of commodities valued at $469 
million have been made with 17 Governments since the 
disposal program began in July 1954. 

Source: The Journal of Commerce, New York, N. Y., 

August 15, 1955. 


U.S. Cotton Export Policy 

The U.S. Secretary of Agriculture has announced that 
no material change is planned in the U.S. export policy 
for cotton during the 1955-56 marketing year. Export 
sales from government stocks will continue to be made on 
a competitive bid basis, but at not less than the higher 
of domestic market prices or 105 per cent of the current 
cotton price support level plus carrying charges. After 
January 1, 1956, not more than one million bales of 
government stocks of lower-quality cotton may be offered 
for sale abroad at prices competitive with world prices. 
Such sales, however, would be made on a gradual basis 
and in ways that would not impair the competitive posi- 
tion of friendly countries. The special export program 
represents only an interim step until price support levels 
can be adjusted to restore the world competitive position 
of U.S. cotton, and it should not be considered as the 
permanent policy of the U.S. Government. 
Source: Department of Agriculture, Press Release, Wash- 

ington, D. C., August 12, 1955. 


U.S. Employment 


Employment in the United States rose by almost one 
million persons in July, to a new high level of 65 million. 
Temporary hiring of students was largely responsible 
f«~ the expansion, although employment of adults was 
maintained somewhat better than usual for the month. 
Increased factory employment largely offset the effect 
of vacation shutdowns, In releasing the information, 
the..L/.S., Departments of Commerce. and Labor said that 
the rate of increase in employment during the last five 
months was faster than at any time since the postwar 
reconversion year 1946, July unemployment totaled 2.5 
million, about 3.7 per cent of the civilian labor force, and 
a decline of 200,000 persons from June. 

Source: The Journal. of Commerce, New York, N. Y., 
August 10, 1955. 


Canadian Economic Outlook 


According to a report in the Financial Post, govern- 
ment economists do not regard the recent increase in 
demand in Canada as likely to lead to inflationary pres- 
sure in the next 12 months, unless there should be a 
trend toward speculative inventory accumulation. The 
expansion of activity in the second quarter, while stronger 
than usual at that time of year, was most marked in the 
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construction trades; manufacturing industry as a whole 
is not yet operating at full capacity. Although less than 
3 per cent of the labor force is unemployed at present, 
this is largely a seasonal factor and does not preclude an 
increase in unemployment in the coming winter. The 
rise in prices in 1955 is unlikely to be more than 2 or 3 
per cent, with most of the impetus coming from higher 
import prices, together with consumer services and pos- 
sibly construction costs; certain foodstuffs may be affected 
by drought conditions, but farm prices in general are 
expected to fall. 


Source: The Financial Post, Toronto, Canada, July 30, 
1955. 


Canadian Wheat Prospects 
The Canadian wheat carry-over on July 31, the end 
of the 1954-55 crop year, was about 480 million bushels. 
This was some 100 million bushels less than the carry-over 
at the end of July 1954 when, after three abnormally 
large harvests, stocks were 583 million bushels. Produc- 
tion dropped by about 300 million bushels in the same 
period, however, from 614 million bushels to 298 million. 
The slow reduction of stocks was due to the failure of 
exports to expand from their relatively low level of 255 
million bushels in both 1953-54 and 1954-55. In the 
current crop year, the acreage seeded to wheat has been 
reduced by about 11 per cent, reflecting a shift to other 
grains, but conditions have been mainly favorable and the 
coming harvest is expected to be about 500 million bush- 
els, well above the average. This yield, combined with 
the carry-over from the 1954-55 crop year, is likely to 
result in further congestion of grain storage facilities. 
Sources: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, August 8, 1955; The Globe and 
Mail, Toronto, Canada, August 12, 1955. 


Latin America 
Economic Developments in Colombia 


The Minister of Finance of Colombia has outlined the 
three main goals of the country’s economic policy: sup- 
port of domestic coffee prices, regardless of external 
prices; maintenance of government expenditures to check 
unemployment; and the development and expansion of in- 
dustry. While the policy of maintaining domestic prices 
for coffee is generally approved, there are doubts about 
the feasibility of such a measure if world prices should 
fall sharply. Government expenditures to assure employ- 
ment—especially on such projects as the proposed govern- 
ment radio and television center—have been questioned, 
since they may lead to deficit financing and inflation. An 
increase in industrial and agricultural production is be- 
lieved to be one way of solving Colombia's foreign ex- 
change problem. A protectionist tariff has been imposed, 
and a government decree has been issued authorizing 
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commercial banks to issue industrial bonds; under this 
decree, the banks are required to purchase such bonds 
up to 5 per cent of their total deposit liabilities. 

Gold and foreign exchange reserves of the central 
bank increased from $131 million on May 6, 1955 to $138 
million on June 10. Although the increase is small, it is 
significant in view of a revision of import classifications 
with a view toward conserving official exchange. Also, 
under Decree No. 1259, issued on May 4, remittances of 
foreign exchange at the official rate can be made to a 
country only out of exchange arising from exports to 
that country. Arrears continued to increase, and it is 
estimated that by the middle of June they amounted to 
$100 million. Import permits during the first five months 
of 1955 amounted to $243 million, while exports were 
$190 million. Coffee exports decreased considerably in 
this period, to 1.9 million bags from 2.6 million bags in 
the corresponding period of 1954. 

The exchange rate in the free market was Ps$4.25 per 
U.S. dollar in the last half of May and Ps$4.05 in June. 
The improvement apparently was due to the increase in 
coffee prices to a point approximately equal to the official 
surrender rate of US$95 per bag. The principal demand 
for free market dollars is to make up the difference be- 
tween the actual price received for coffee exports and the 
surrender rate. 

Credit continues tight and collections are slow. The 
central bank has restored the 18 per cent reserve re- 
quirement against demand deposits. The Government also 
permitted banks to retain tax collections until June 10. 
As a result of the Government’s measures, commercial 
banks reduced their rediscounts with the central bank 
from Ps$236 million on May 6 to Ps$191 million on 
June 10. Loans of the central bank to private borrowers 
increased from Ps$209 million on May 6 to Ps$247 mil- 
lion on June 10; the increase was due almost entirely 
to loans to the National Coffee Federation. 

Government revenues during the first four months of 
1955 amounted to Ps$477.6 million, against Ps$179.3 
million during the same period of 1954. Almost 80 per 
cent of the increase was due to larger income tax col- 
lections as a result of changes in collection methods. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., August 1, 1955. 


Other Countries 


Australian Wool Sales 


Australian wool sales in the 1954-55 season (ended 
June 30) reached the record figure of 3.96 million bales; 
sales in 1953-54 were 3.85 million bales. The average 
price in 1954-55 was 71.21 Australian pence per pound, 
which was 13 per cent less than the average of 81.95 pence 
in the preceding season. The value of total sales was 
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£A 352.69 million, compared with £A 390.71 million in 

1953-54. 

Source: Bank of New South Wales, Review (Wool Notes), 
Sydney, Australia, July 27, 1955. 


Increase of South African Freight Rates 


The Government of the Union of South Africa and 
the South African Conference Lines have agreed that, 
effective September 1, freight rates between South Africa 
and Europe will be increased. The increases include 10 
per cent on all merchandise imports and exports other 
than refrigerated cargo and baled produce, 25 per cent 
on refrigerated cargo, and from 1/8d. to 5/8d. per pound 
on baled produce, such as wool, hides, and skins. 

The schedule of their freight rates had not been funda- 
mentally changed since the middle of 1951; from time 
to time, only increases on individual items—recommended 
by the South African Shipping Board—had occurred. Re- 
cently, an official of a British shipping line stated that 
his company had incurred a substantial trading loss last 
year on the operation of seven fully refrigerated ships, 
built especially for carrying South African fruit. 

Following the announcement of the increases in 
freights, the South African Minister for Economic Affairs 
said that he was prepared to modify, or perhaps with- 
draw, the draft Shipping Bill which had been submitted 
to the Union’s Parliament in the 1954-55 session. Par- 
liamentary discussion of this bill had been postponed 
until the next session, as the Government first wished 
to consider any representations of the shipping lines 
concerning the draft bill. 


Sources: The Times, July 18, 1955, and The Financial 


Times, July 29 and August 12, 1955, London, 
England. 





Corrigendum 


Vol. VIII, No. 6, August 5, 1955, page 43: The dollar 
figures in the item on Netherlands capital imports and 
exports should read as follows: $167 million; $50 mil- 
lion; $36 million; $54 million; $130 million; $106 
million. 
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